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IBRD Loan to Colombia 


The International Bank for Reconstruction and De- 
velopment on June 6 made a loan of US$16.5 million to 
Colombia, to complete a program to rehabilitate the 
principal highways. First begun in 1951, the program 
has since been considerably revised and expanded to 
keep pace with the extremely rapid growth of traffic on 
Colombian roads. It is the third such loan made by the 
Bank to Colombia, and brings total Bank loans for Colom- 
bian highway improvements to $47.3 million. 

The new loan will finance the additional foreign 
exchange costs of the equipment, materials, and services 
needed for the increased construction work required by 
the new standards set forth in the revised program. In 
addition, Bank-financed equipment will be used to build 
a new 40-mile road between Cienaga and Barranquilla 
on the Caribbean coast. This road will connect with the 
Atlantic (Magdalena Valley) Railroad which is being 


built with the assistance of other World Bank loans. The 
total cost of the entire program is now estimated at 515 
million pesos, including 118.5 million pesos ($47,350,000) 
of foreign exchange provided by the Bank loans. 

The new loan is for 15 years and bears interest of 454 
per cent including the statutory 1 per cent commission 
charged by the Bank. Amortization will begin on 
May 15, 1959. 

The Bank has now made 11 loans in Colombia, total- 
ing the equivalent of $111.2 million. Of the earlier loans, 
$13 million was for electric power development, $10 mil- 
lion for agriculture, $40.9 million for the Atlantic Rail- 
road, and $30,850,000 for the national highways. 
Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D.C., 
June 6, 1956. 





Europe 
Renewal of European Payments Union 


The Managing Board of the European Payments Union 
has proposed to the OEEC Council that EPU be prolonged 
for another year after June 30, 1956. The conditions 
would be the same as during the current year. The gold 
credit settlement ratio would remain at 75 per cent gold 
and 25 per cent credit; and the special termination clause, 
under which the European Monetary Agreement would 
come into force upon termination of EPU (see this News 
Survey, Vol. VIII, p. 57), would be maintained. 


The Managing Board has also proposed that members 
conclude further bilateral debt consolidation agreements 
for the parts of their debits and credits in the EPU books 
which are not yet covered by such agreements. It has 
suggested, furthermore, that debtor countries be urged 
to make further cash repayments to the EPU. These 
repayments would then be distributed to creditors; 
through the resulting reduction in debtor and creditor 
positions, credit facilities would be reopened. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 


June 3, 1956; Agence Economique et Financieére, 
Paris, France, June 5, 1956. 


Sterling Area Reserves 


The gold and dollar reserves of the sterling area rose 
by $41 million in May, to $2,369 million. Nearly three 


quarters of the increase ($29 million) was derived from 
receipts of gold and dollars in settlement of the United 
Kingdom’s surplus with EPU in April. There were also 
receipts of $3 million from U.S. defense aid. Payments 
to EPU bilateral creditors amounted to $2 million. The 
residual gold and dollar surplus of $11 million was the 
lowest this year, and considerably below the correspond- 
ing surplus of $49 million in April and an average 
monthly surplus of $67 million in the first quarter of 
1956. An official spokesman stated that the May result 
was only moderately satisfactory, and that no particular 
reason is known to account for the small surplus. It is 
possible that lower world prices for sterling area raw 
materials were a contributory factor. 

The total gain in reserves in the first five months of 
1956 was $249 million, which compares favorably with 
the loss of $76 million in the same months of 1955. But 
the reserves are still low at a period when the main season 
for the shipment of sterling area raw materials is ending; 
and the seasonal strains affecting U.K. payments later in 
the year will have to be borne without much help from 
the outer sterling area. 

The sterling area earned a surplus of £8 million 
(US$22 million) in EPU in May—the second successive 
monthly surplus after a year of deficits. Some $17 million 
of this will be received in gold during June. Although 
the surplus was appreciably smaller in May than in April, 
this may reflect the movement of funds out of London 
following the recent rise in short-term interest rates in 
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Germany: the result may not be unsatisfactory when al- 
lowance is made for the fact that the EPU result now 
represents the major part of the sterling area’s balance 
with the rest of the world outside the dollar area. 

Sources: The Times and The Financial Times, London, 


England, June 5, 1956. 


U.K. Money and Credit Situation 


The returns of the London Clearing Banks for May 
dispel some doubts raised by the figures for earlier 
months concerning the effectiveness of the credit squeeze. 
In the four weeks to May 16, the banks’ net deposits rose 
by only £7.1 million—a notably smaller increase than is 
norma! at this time of year (although in May 1955 de- 
posits were reduced by over £42 million because of 
special factors). In the same period, advances rose only 
fractionally (£0.8 million), despite a further increase in 
lending to nationalized industries, which will not switch 
their capital borrowing from the banks and the market 
to the Exchequer until the end of July; apparently, there- 
fore, advances to private borrowers again fell signifi- 
cantly. Bank investments increased (by £3.1 million) for 
the first time since October 1955. Total liquid assets 
rose by £1.8 million, and the average liquidity ratio 
fell from 33.4 per cent to 33.2 per cent. 


Source: The Economist, London, England, June 2, 1956. 


U.K. Purchases of U.S. Tobacco 


The U.S. and U.K. Governments have again made ar- 
rangements for the export of U.S. tobacco to the United 
Kingdom in exchange for sterling which will be used to 
finance the building of houses for U.S. service personnel 
stationed im the United Kingdom. 
ment was made a year ago. 


A similar arrange- 
The transaction involves 
some $12 million worth of tobacco, and the proceeds will 
be appropriated to the U.K. defense budget. As a result 
of the arrangements, U.K. tobacco manufacturers will 
be able to buy an additional $12 million of tobacco with- 
out drawing on their quotas. They can also offset against 
the purchase their dollar commitments in excess of their 
1955 quota, which resulted from their buying more than 
their normal allocation of the unusually large U.S. crop 
in 1955. The arrangement will not affect U.K. purchases 
of Commonwealth tobacco, since the proportion of dollar 
tobacce imported remains limited. 


Source: The Times, London, England, June 9, 1956. 


French Credit Situation 


In its Tenth Annual Report, the French National Coun- 
cil of Credit states that the money supply rose by 13.4 per 
cent during 1955, compared with an increase of 13.7 per 
cent in 1954. While industrial production in 1955 was 
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10 per cent greater than in the earlier year, the Report 
notes that three fifths of the monetary expansion was 
accounted for by an increase in credit to business and 
individuals and the other two fifths by an increase in 
foreign exchange reserves. For the first year since 1951, 
claims by the banking system on the Treasury changed 
little during 1955. Examining the change in “apparent 
savings (increases in liquid savings, in premiums paid 
to life insurance companies, and net purchases of new 
securities), the Report notes that the total of such sav- 
ings in 1955 was 4 per cent higher than in 1954. “Ap- 
parent savings” were 7 per cent of the national income 
in both 1954 and 1955, and 5 per cent in 1953. 


Source: Bank for International Settlements, Press Re- 
view, Basle, Switzerland, June 2, 1956. 


Norwegian Savings Bonds 


The Government of Norway started on June 6 to sell 
its new series of savings bonds, intended primarily for 
the small saver. The purchase prices for the bonds will 
be NKr 75, NKr 375, and NKr 750. If held until ma- 
turity at the end of five years, their redemption values 
will be NKr 100, NKr 500, and NKr 1,000, and the aver- 
age annual interest rate will thus exceed 6 per cent. The 
maximum amount of bonds that one person may pur- 
chase is NKr 7,000. The total redemption value of the 
bonds to be sold is NKr 60 million. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, June 6, 1956. 


Effectiveness of Interest Rate Changes in Sweden 


\ questionnaire concerning the effect of the 12 per cent 
investment levy on industrial investments introduced in 
Sweden at the beginning of 1955, the raising of the bank 
rate in April 1955, and the credit squeeze was recently 
distributed to about 3,000 Swedish industrial companies. 
An account of the replies is given in the April 1956 issue 
of Ekonomisk Tidskrift. Answers received from 2,205 
companies—with total investment plans of SKr 1,550 
million in 1955—indicate that nearly 60 per cent of 
those replying carried out their planned investments 
despite the new restrictions. Of the remainder, about 
half were affected by both the investment levy and the 
monetary measures. Two thirds of the remaining 20 per 
cent were influenced by the investment levy alone, and 
one third by the monetary measures alone. Of the total 
reduction in the original plans for investment, the invest- 
ment levy alone was responsible for 42 per cent. The 
increased difficulties in obtaining credit accounted for 
30 per cent of the reduction, while the interest rate alone 
was responsible for 8 per cem. A combination of all the 
anti-inflationary measures was responsible for 20 per 
cent. 
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For smaller companies—those with up to 25 employees 
—the credit policy had a greater effect than the invest- 
ment levy; this is allied to the fact that investments of 
less than SKr 20,000 are exempt from the levy. For these 
companies also, the higher interest rate had little effect. 

From the investigation, it may be concluded that the 
increase in the interest rate caused a reduction of 4 per 
cent in industrial investment in fixed capital assets in 
1955. 

Source: Svenska Handelsbanken, 
Sweden, April 1956. 


Index, Stockholm, 


Economic Situation in West Germany 


The latest report of the West German Ministry for 
Economic Affairs states that the increase in the discount 
rate from 414 to 5% per cent and the restriction of 
rediscount facilities show that the Bank deutscher Lander 
has drawn the logical conclusion from the economic trend 
of recent months. The real testing period has not yet 
begun. But in the coming months the calls on the pro- 
ductive system and the labor market will multiply as 
economic activity approaches the seasonal crest. Only 
by continuing the present credit policy and supplement- 
ing it by general economic policy measures can demand 
be contained within the bounds of real capacity sufficiently 
to ensure the maintenance of price stability and an even 
rate of growth. So far, there has been no change in the 
tendency for demand to outstrip supply. Demand for 
industrial products is increasing more sharply than is 
normal at this time of the year. In April, the largest 
increase in orders was in those for investment goods, but 
higher orders were also placed with the raw material and 
producers’ goods industries. At present, there are no 
clear signs that the credit restrictions have exerted any 
perceptible influence. There can be no abatement of the 
market strains until the excessive backlog of orders has 
been reduced. 

Prices, on the average, did not increase during April, 
principally because of a fall in certain world market 
prices and seasonal price declines. Prices paid to agri- 
cultural producers, however, rose further in April, reach- 
ing a level 12.6 per cent above that a year earlier. Recent 
wage movements show clearly that the threat to price 
stability has not yet been removed. Mainly because of 
wage increases granted since the beginning of the year, 
gross hourly earnings of industrial workers rose sharply 
in the past quarter, to a level more than 9 per cent higher 
than in the comparable period in 1955. 

The report of the Rhenish-Westphalian Institute for 
Economic Research notes that, despite the lessening of 
the disproportion between demand and supply, the up- 
ward trend in prices, which has now been evident for 
more than a year, has become stronger rather than 
weaker, Costs in the industrial sector can doubtless be 


lowered by technical advances and rationalization; but 
in the present economic situation and with the present 
wage policy, it is not likely that an automatic fall in 
prices will occur within a relatively short period. More- 
over, since financial policy cannot be adjusted to suit 
short-term economic policy and productivity is not 
recognized as the sole criterion in determining wage 
policy, any containment of the overrapid expansion in 
demand is possible only through credit policy that not 
only increases the cost of borrowing but also restricts the 
volume of credit. Domestic price movements could also 
be influenced favorably by adjusting custom duty rates 
which, in many cases, are high. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, May 26, 27, and 28, 1956. 


West German-Bulgarian Trade and Payments Agreement 


After six weeks of negotiations in Bonn, a trade 
agreement has been signed by the Federal Republic of 
Germany and Bulgaria. It provides for a 20 per cent 
increase »\ the exchange of goods by raising trade to 
$15 million in each direction. This has been made pos- 
sible by an increase in German demand for Bulgarian 
tobacco, for which the import quota has been fixed, in- 
formally, at $3.5 million. Of more importance is the 


change of the payments basis to partly 


convertible 
deutsche mark. The new agreement is to become effec- 
tive on July 1, 1956. Bulgarian payments arrears, present- 
ly amounting to approximately $500,000, will be consoli- 


dated at a low interest rate, with repayments beginning 


at the end of 1957. 


Bulgaria is the second Eastern European country to 
change its basis of payments to West Germany to partly 
convertible DM. Payments between Germany and Hun- 
gary have been effected in this currency since February 1, 
1956 (see this News Survey, Vol. VIII, p. 160). 


Source: Handelsblatt, Diisseldorf, Germany, June 4, 1956. 


Austrian Budget Results for 1955 


A preliminary statement on the results of the 1955 fed- 
eral budget, published by the Austrian Ministry of 
Finance, shows an over-all deficit of 1.0 billion schillings, 
which is less than the estimate that had been submitted 
to Parliament in the fall of 1954 (see this News Survey, 
Vol. VII, p. 144). 

Ordinary budget receipts amounted to 27.5 billion 
schillings, and ordinary budget expenditures to 26.8 bil- 
lion schillings. The surplus of 0.7 billion schillings cov- 
ered part of the deficit of the extraordinary budget (for 
investment), which amounted to 1.7 billion; the remainder 
of the extraordinary budget deficit was financed from 
the proceeds of government loan operations (bond is- 
sues) carried out in earlier years. 
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The ordinary budget receipts were about 5.3 billion 
schillings higher than estimated, largely as a result of 
the further expansion of economic activity in Austria 
during 1955; revenue items showing an increase over 
estimates include tax receipts (an increase of 2.0 billion), 
contributions to the special fund for the financing of 
family allowances (1.2 billion), receipts from the opera- 
tions of the federal railroads (0.6 billion), and receipts 
from various other state enterprises or monopolies. 

The increase in ordinary budget expenditures, which 
exceeded estimated expenditures by 3.7 billion schillings, 
was accounted for mainly by higher salaries for govern- 
ment employees (0.7 billion), larger payments for fam- 
ily allowances (0.8 billion), larger expenditures for the 
federal railroads (0.6 billion), compensation payments 
to the Soviet Union arising from the State Treaty (0.3 
billion), and expenditures for the establishment of Aus- 
trian defense forces (0.2 billion). 

The budget estimates for 1956 indicate an over-all 
deficit of 2.2 billion schillings. It is estimated that there 
will be a deficit of 1.2 billion schillings in the ordinary 
budget (receipts at 26.0 billion schillings and expenditures 
at 27.2 billion), and a deficit of 1.0 billion schillings in 
the extraordinary budget. However, actual budget re- 
sults may again be better than estimated, in view of the 
continued expansion of production and employment this 
year. Gross tax receipts during the first quarter of 1956, 
at 5.0 billion schillings, were above receipts in the first 
quarter of 1955 (4.4 billion). 


Sources: Osterreichisches Statistisches Zentralamt, Statis- 
tische Nachrichten, February 1956, and Oster- 
reichische Nationalbank, Mitteilungen, May 1956, 
Vienna, Austria. 


Turkish Interest Rates 


Effective June 6, the Central Bank of Turkey raised its 
rediscount rate from 4.5 per cent to 6 per cent per an- 
num. At the same time, the interest rate charged on 
advances on bills of exchange was increased from 4.5 
per cent to 6 per cent, and the interest rate on advances 
with securities as collateral from 5.5 per cent to 6.5 
per cent. 


Source: Le Journal d’Orient, Istanbul, Turkey, June 6, 
1956. 


Middle East 


Egypt's Foreign Trade 


The value of Egypt’s imports in the first four months 
of 1956 was LE 70.4 million, and the value of exports 
was LE 61.7 million. The trade deficit rose to LE 8.7 
million, from a deficit of LE 4.4 million during the first 
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four months of 1955. In the four-month period of this 
year, exports were LE 12.3 million greater than in the 
corresponding period of 1955; LE 9.0 million of the 


increase was in cotton exports. 


During the first three quarters of the present cotton 
season (the season begins on September 1), cotton ex- 
ports rose to 5.72 million kantars, from 4.01 million 
kantars in the same period of the 1954-55 cotton season 
(1 kantar=99.05 pounds). Domestic consumption of 
cotton was 1.42 million kantars, compared with 1.36 mil- 
lion kantars in the first nine months of last season. The 
total cotton supply at the end of May 1956 is estimated 
at 2.38 million kantars; a year earlier it was 4.04 million 
kantars. Egypt's best cotton customers during the first 
nine months of the present season were Czechoslovakia 
(826,000 kantars), India (715,000 kantars), France 
(602,000 kantars), Italy (413,000 kantars), and Japan 
(396,000 kantars) . 


Source: Al Ahram, Cairo, Egypt, June 3, 1956. 


Operations of Iraq's Development Board 


The total amount of contracts awarded by the Iraqi 
Development Board during 1955 are estimated at approxi- 
mately ID 30 million (US$84 million). The largest of 
these contracts was the Derbendi Khan dam contract 
(US$27.5 million) awarded jointly to a U.S. firm and a 
German firm. The other contracts were primarily for 
roads, bridges, and an airport. 


The major works that were completed during 1955 
were an oil refinery, an asphalt refinery, a barrage across 
the Euphrates River, and several bridges and road seg- 
ments. In addition, a substantial part of the Wadi Thar- 
thar scheme was completed and used during the spring 


floods; this entire project is expected to be completed 
this year. 


Source: Middle East Economist and Financial Service, 


Forest Hills, N.Y., May 1956, 


Amendments to Iraqi Bank Laws 


The Council of Ministers of Iraq has amended the laws 
of the Industrial Bank and Real Estate Bank. The amend- 
ment to the Industrial Bank law raises the Bank’s capital 
from ID 3 million (US$8.4 million) to ID 8 million 
(US$22.4 million), to permit the bank to expand its 
financing of industrial projects, particularly for the 
manufacturing of paper and glass. The amendment to 
the Real Estate Bank law authorizes the Bank to advance 
funds to the Teachers’ Housing Society; its capital re- 
mains at ID 10 million (US$28 million). 


Source: The Iraq Times, Baghdad, Iraq, May 24, 1956. 
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Far East 
India’s Foreign Trade Policy 


The Indian Minister for Commerce, in an address 
before the Import Advisory Council on May 19, stated 
that the principal feature of India’s future import policy 
is the diversion of a growing proportion of the country’s 
foreign exchange to the import of machinery, equipment, 
and industrial raw materials, in accordance with the 
progress of the Second Five Year Plan. This will be 
achieved by a planned shift of imports from nonessential 
to essential items through a continuous process of judi- 
cious pruning of imports of goods which can be produced 
economically in India. However, it may be necessary to 
provide for increased imports of some nonindustrial items 
to meet the expected increases in consumer demand. 

The Minister said that estimates indicate that Rs 15 bil- 
lion (US$3.15 billion) worth of machinery and equip- 
ment will need to be imported over the next five years. 
Similarly, there will have to be larger imports of raw 
materials for new basic industries; for example, the outlay 
on the import of metals is likely to be about Rs 6.5 billion 


($1.37 billion). 


The increased tempo of industrialization envisaged in 
the Second Five Year Plan is already reflected in a con- 
siderable increase in imports during the first three months 
of 1956, compared with imports in the corresponding 
periods in the two preceding years. The rate of licensing 
has increased sharply, and it is estimated that the expendi- 
ture on imports of machinery and metals in the next nine 
months will exceed by more than Rs 600 million such 
expenditure in the whole of last year. In view of this 
trend, it will be difficult for the Government to give fav- 
orable consideration to suggestions for liberalizing im- 
ports in certain sectors. During July-December 1955, 
licenses totaling Rs 160 million had been issued to new 
applicants; the total for the period January-June 1955 was 
Rs 120 million. During July-December 1955, the number 
of import applications received totaled 133,890, and all 
but 505 of this total had been granted by the end of the 
period. 

Addressing the Export Advisory Council on May 20, 
the Minister expressed the view that the targets for exports 
set in the Second Five Year Plan were too low. He re- 
ferred to the recent bilateral agreements with several 
countries as a factor that had not been taken into account 
when the basic assumptions of the second Plan were made 
in 1954 or the early part of 1955. The Plan anticipated 
that exports would rise from an estimated Rs 5.73 billion 
in 1956-57 to Rs 6.15 billion in 1960-61. The fact that 
in the last year of the first Plan exports would exceed 
Rs 5.73 billion is a heartening feature. The Minister, 
however, stressed that greater attention to export trade 
is a primary factor in the maintenance of the nation’s 
developing economy. 
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The Minister drew attention to the fact that India ex- 
ports both primary products and manufactured goods. A 
mixed export economy, he said, is “doubly cursed” be- 
cause of its dependence and instability, common to coun- 
tries exporting raw materials, and its lack of the structural 
flexibility that is necessary for maintaining exports of 
manufactured articles. 


He reported that exports of cotton textiles declined in 
1955-56 by about 80 million yards, and that this down- 
ward trend is still gathering momentum. The Government 
has decided to standardize textile production for both in- 
ternal consumption and foreign trade, and some steps will 
be taken shortly in that direction. In the jute industry, 
the rise in output of raw materials has not kept pace with 
that in manufactures, although attention is being given 
to raising the yield per acre and to the improvement of the 
quality of raw jute. 


In conclusion, the Minister requested private enterprise 
to show a degree of tolerance toward the new State Trad- 
ing Corporation. He stated that he did not care to define 
the orbit of its activities, because that would defeat its 
purpose. The Corporation had been formed to stimulate 
trade, primarily export trade, and only incidentally im- 
port trade. He could not agree to limit its activities until 
he knew much more about the country’s foreign trade 
structure. 


Source: Reserve Bank of India, Indian News Digest, Bom- 
bay, India, June 1, 1956. 


Price Reductions in Ceylon 


The price of rationed rice in Ceylon was reduced on 
May 14 from 50 Ceylon cents to 40 Ceylon cents per 
measure (two pounds). The price of sugar, which is also 
regulated by the Government, was reduced by 5 Ceylon 
cents per pound. 


Source: Ceylon News, Colombo, Ceylon, May 3, 1956. 


Thai-West German Cooperation Agreement 


A draft agreement on economic and technical coopera- 
tion between Thailand and West Germany provides for 
the exchange of scientific and technical knowledge in the 
utilization of their respective raw material resources. Both 
parties will make resources available to their nationals. 
The agreement also provides for the technical and practi- 
cal training of nationals of one country by the other coun- 
try. A joint committee, to be set up in each country, will 
meet from time to time to further the aims of the agree- 
ment. The agreement will come into force for ten years 
when signed by representatives of both countries. 


Source: The Bangkok Post, Bangkok, Thailand, Febru- 
ary 21, 1956. 





394 


Thailand's Plan to Lower Import Tariffs 


The Thai Government is planning to include in next 
years budget a reduction of taxes, particularly import 
tariffs, which are now high. The Thai authorities con- 
sider this to be one method of reducing the cost of living. 
Source: The Bangkok Post, Bangkok, Thailand, March 9, 

1956. 


Payments Agreement Between Vietnam and Laos 


\ payments agreement between Vietnam and Laos, 
signed on January 21, 1956, is valid for six months and 
renewable unless denounced by either party on two 
months’ notice. The agreement covers all current pay- 
ments between the two countries, subject to their respec- 
tive foreign exchange regulations. To implement the 
agreement, the National Bank of Vietnam and the Na- 
tional Bank of Laos, each acting on behalf of its own 
Government, will open a noninterest bearing account in 
each other’s name. The debit balance of either account 
will be settled at the end of six months, preferably in the 
national currency of the creditor or at the latter’s option 
in gold, French francs, U.S. dollars, sterling, or any other 
currency acceptable to the creditor. If at any time during 
a six-month period either account shows a debit balance in 
excess of 35 million kips or 35 million piastres, the bal- 
ance will be settled immediately. A bilateral agreement 
between Vietnam and Cambodia has been in effect since 
September 24, 1955. 

Source: Banque Nationale du Vietnam, Bulletin Econo- 
mique, Saigon, Vietnam, February 15/29, 1956. 


Trade Agreement Between Taiwan and Japan 


A trade agreement between Taiwan and Japan, signed 
on May 29 and made retroactive to April 1, provides for 
exports valued at US$76.1 million from each contracting 
party during the period ending March 31, 1957. Taiwan 
will export to Japan $26 million worth of sugar, $23 mil- 
lion worth of rice, and also salt, coal, bananas, canned 
pineapple, tea, lumber, camphor, spices, and miscellaneous 
foodstuffs. Chemical fertilizers, valued at $22 million, will 
be the major Japanese export to Taiwan; however, Japan 
will also ship $8.9 million worth of machinery and tools, 
textiles, railroad engines and rolling stock, vehicles and 
spare parts, pharmaceutical and medical supplies, agricul- 
tural and marine products, and manufactured goods. 

The problem of the price for sugar, which was mainly 
responsible for the prolonged negotiations, has not been 
solved. The Japanese delegates had asked for a reduction 
to US$98 per ton, from the 1955 price of $112. Subse- 
quently, they offered $104, but no final agreement has 
been reached and discussions will continue between the 
State owned Taiwan Sugar Corporation and Japanese 
sugar importers. 
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The total value provided by the new agreement repre- 
sents a reduction of $35 million from the combined value 
in the previous agreement. This decline is due mainly 
to a decrease in Taiwan’s sugar exports to Japan, from 
300,000 metric tons in 1955 to 200,000 metric tons this 
year. The major portion of Taiwan’s sugar this year has 
already been sold to other foreign buyers. 

Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, June 2, 1956; 
Chinese News Service, Press Release, New York, 
N. Y., June 5, 1956. 


BALANCE OF PAYMENTS YEARBOOK 
Volume 7, 1954-55 


The seventh volume of this series continues the 
loose-leaf system used for Volumes 5 and 6. Under 
this system, the Fund's balance of payments data for 
individual countries are published monthly, as the 
data become available, and subscribers receive the 
information much more promptly than they would 
if publication of all data were delayed until a com- 
plete volume could be assembled. The sections for 
Volume 7 thus far issued (in May and June 1956) 
cover data for Belgium-Luxembourg, Brazil, Canada, 
Ceylon, Costa Rica, Egypt, Ethiopia, Iraq, Paraguay, 
Sweden, the Union of South Africa, the United 
States, and Uruguay. 

Volume 7, when completed, will contain basic sta- 
tistics, with explanatory notes, for about 65 countries 
for the years 1954 and 1955. For about two thirds of 
the countries, regional details will be shown; and 
for the more than 25 countries that report quarterly 
or half-yearly data, figures for the first halves of 
1955 and 1956 will be published. New analytic tables 
and staff commentaries will be given, and similar 
material contained in Volumes 5 and 6 will be brought 
to date. In addition, consolidated area statements 
for such country groups as the United States and 
Canada, the sterling area, OEEC countries, and the 
Latin American Republics will be shown, as well as 
summary statements for most individual countries, 
expressed in U.S, dollars and covering several years. 

Information given in the fifth and sixth Year- 
books will not, as a rule, be repeated in the seventh. 
However, any new or significantly revised data for 
past years that become available will be shown. The 
three volumes are so planned that they may readily 
be used together to provide a comprehensive review 
of balance of payments statistics from 1947 through 
1955. 

Price of the loose-leaf sections, which will cover 
the entire Volume 7, is $5.00 (or the equivalent in 
other currencies). A binder for filing the sections 
may be purchased separately for $3.00. NO BOUND 
VOLUME WILL BE AVAILABLE, but a title page 
and a table of contents will be furnished for the 
convenience of subscribers who may wish to bind 
their loose-leaf sections. Address subscriptions to 


The Secretary 
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Japanese Coal Mining Rationalization Program 


The Japanese Ministry of International Trade and In- 
dustry has decided on a rationalization program for the 
coal mining industry, to be put into practice during the 
current fiscal year, April 1956-March 1957. Under the 
program, annual production will be raised to 46.3 million 
tons, from the 43.0 million tons scheduled for the fiscal 
year 1955-56. Output per miner is to be increased to an 
average of 14.5 tons per month, compared with the 
1955-56 average of 13.2 tons. For general improvement of 
the industry, about 16.1 billion yen will be spent. Ten new 
shafts will be developed, in addition to the 26 shafts now 
in process. 

Source: The Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, May 26, 1956. 


Philippine-Japanese Reparations Agreement 


The Reparations Agreement between the Philippines 
and Japan, signed on May 9, 1956, provides for the pay- 
ment by Japan of $500 million in capital goods and $50 
million in services. The payment will be made at the 
rate of $25 million per year for the first ten years and 
$30 million per year for the succeeding ten years. Pay- 
ments in the latter period may be accelerated by agree- 
ment between the two countries. In a separate exchange 
of notes, Japan has also agreed to provide $250 million in 
long-term loans to be extended on a commercial basis by 
private Japanese firms and individuals to private Philip- 
pine interests. The loan agreement also will remain in 
force for 20 years. 

The Reparations Agreement was ratified by the Japa- 
nese Diet on June 3, and the Philippine Congress is ex- 
pected to ratify the Agreement, as well as the Peace 
Treaty with Japan, at its special session which is to be 
convened on June 20. The Reparations Agreement will 
enter into force on either the date of exchange of the 
instruments of its ratification or the date that the Philip- 
pines deposits its instrument of ratification of the Jap- 
anese Peace Treaty. 

Sources: The Nippon Times, Tokyo, Japan, April 28, 
1956; Philippine Association, Special Report, 
Series of 1956, and Philippine Newsletter, 
June 7, 1956, New York, N. Y. 


Philippine Coconut Production and Exports 


Philippine production of copra and coconut oil in terms 
of copra equivalent totaled 1,078,136 long tons in 1955, 
8 per cent larger than in 1954. A further increase of 
between 5 and 10 per cent is expected for the current 
year. These figures exclude coconuts used in the making 
of homemade oil and native culinary preparations. 

The volume of copra and coconut oil exports in 1955 
was 931,247 long tons, an increase of 8 per cent over 
1954 exports. About 50 per cent of the copra exports in 
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1955 went to Europe, and about 40 per cent to the United 
States. About 94 per cent of coconut oil exports were 
shipped to the United States. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., May 7, 1956. 


United States 
U.S. Tariff Concessions at Geneva 


The U.S. direct tariff concessions resulting from the 
negotiations at the 1956 Tariff Conference, under the 
auspices of the ConTractinc Parties to the General 
Agreement on Tariffs and Trade (see this News Survey, 
Vol. VIII, p. 374), cover $680 million of its 1954 imports. 
Imports of $810 million are affected if the tariff effects 
upon third countries of the most-favored-nation policy 
are also taken into account. Foreign concessions will af- 
fect about $1.5 billion of U.S. exports. 

U.S. concessions were based on the 15 per cent formula 
provided in the 1955 Trade Agreements Extension Act, 
which authorized the President to reduce certain tariffs 
by 5 per cent per year on June 30 of 1956, 1957, and 1958. 
The scope of the recent concessions is broad, affecting such 
items as chemicals, earthenware, metals and manufactures, 
wood and manufactures, alcoholic beverages, and textiles. 
Major exceptions to the 15 per cent reduction are certain 
textiles, for which there will be only one 5 per cent re- 
duction, to come into effect on June 30, 1958. Under the 
“peril-point” procedure, two tariff rates have been raised, 
those on liquid sugar and fur felt hat bodies. The U.S. 
legislative provision allowing reductions in duties to 50 
per cent (ad valorem equivalent) on articles dutiable at 
higher rates has been applied in only a few cases—silk 
handkerchiefs and mufflers (from 60 per cent) and certain 
apparel fabrics (from 90 per cent). 

The most satisfactory negotiations were conducted with 
West Germany, the United Kingdom, Canada, Italy, and 
Benelux. The negotiations with Canada, for example, 
resulted in the elimination of U. K. tariff preferences on 
a wide variety of goods, including dried figs, oysters, 
orange juice, shrimp, and beer. Concessions by West 
Germany and Canada exceed the 15 per cent reduction in 
U.S. rates; 80 per cent of the trade covered by the German 
concessions represents reductions of 25 per cent or more, 
while half of the Canadian concessions are larger than 
20 per cent. 

Source: The Journal of Commerce, New York, N. Y.., 
June 8, 1956. 


U.S. Surplus Commodities 


Administration 
(ICA) has authorized France to buy with French francs 


The U.S. International Cooperation 


$30 million worth of raw cotton and wheat from the 
United States to be delivered between August 1 and 
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December 31, 1956. The franc counterpart of this pur- 
chase will be put at the disposal of Vietnam, to finance 
its imports from France in accordance with a triangular 
agreement made to promote the development of French 
exports to Vietnam and thus offset Vietnam’s shortage of 
franc exchange. ICA provided $50 million in 1955 to 
finance this kind of trade, but only $30 million was used 
since the French cotton industry considered the price 
charged for raw cotton to be unsatisfactory. 


Under an $8 million triangular transaction involving 
sales of surplus farm commodities to West Germany, the 
United States will supply coarse grains in payment for 
deutsche mark, and ICA will make these funds available 
to countries where there are U.S. aid programs requiring 
goods available in Germany. 


Sources: Department of State, Bulletin, Washington, 
D. C., May 7, 1956; Neue Ziircher Zeitung, 
Ziirich, Switzerland, May 8, 1956; L’Informa- 
tion du Vietnam Economique et Financiére, 
Saigon, Vietnam, May 10, 1956. 


Latin America 


Changes in Ecuador's Foreign Exchange Regulations 


As Ecuador’s foreign exchange reserves continued to 
decrease in April and early May, the monetary authorities 
introduced further exchange measures designed to curtail 
imports and to stimulate banana exports. On April 26, 
the Monetary Board authorized the export to Europe of 
banana stems of substandard size, and established sur- 
render requirements for proceeds from these exports at 
rates below those applied to proceeds from exports of 
standard size stems. 


A government decree of May 5, 1956 shifted many 
import commodities from List I (essential and semi- 
essential goods), to which the official market rate of 
S/ 15.15 per U.S. dollar applies, to List Il (nonessential 
and luxury goods), to which one of the free market rates 
apply, i.e, S/ 17.40 per U.S. dollar in the controlled 
19 in the uncontrolled brokers’ 
market. At the same time, a relatively small number of 


market or about S$ 


items were shifted from List II to List I. 


It was also announced on May 5 that the Central Bank 
will supply exchange at the free market rate for only those 
items in List I] which are considered by the exchange 
control authorities to be essential for dorfiestic consump- 
tion and for the manufacturing activities of the country; 
exchange for all other import items in List II must be 
obtained in the brokers’ market. The Exchange Control 
Department of the Central Bank will intervene, if neces- 
sary, to prevent speculative movements in the uncontrolled 
market. 

Sources: El Comercio, Quito, Ecuador, May 12 and 13, 
1956. 


INTERNATIONAL FINANCIAL News Survey, June 15, 1956 


Other Countries 


Australian Trade Developments 


Australia had a favorable trade balance of £A 18.2 
million in May, following a surplus of £A 10 million in 
April; in May 1955 there was a deficit of £A 10.9 million. 
The improvement was due to a rise in exports to £A 90.3 
million, in May, from £A 78.1 million in the previous 
month and £A 68.2 million in May 1955. Imports in May 
1956 were valued at £A 72.1 million, an increase of £A 4 
million over the April figure. For the 11-month period, 
July 1955-May 1956, Australia had a deficit of £A 47.7 
million, compared with a deficit of £A 64.6 million in 
the corresponding period in 1954-55. 


Source: The Financial Times, London, England, June 8, 
1956. 


Rates of Rhodesia Pounds 


The Standard Bank of South Africa, in its Reviews 
of April and May 1956, has quoted the following buying 
rates for telegraphic transfers of Rhodesian pounds be- 
tween the Federation of Rhodesia and Nyasaland and 
London: Africa on London, £99.15.0 per £100 British 
sterling, and London on Africa, £100.5.0 per £100 British 
sterling. Previously, the rates for telegraphic transfers 
between Northern and Southern Rhodesia and London 
were the same as those now quoted; but the respective 
rates between Nyasaland and London were £99.10.0 and 
£100.10.0 per £100 British sterling. (The old rates re- 
flected the commissions charged by the Central Africa 
Currency Board, on conversion of sterling into Rhodesian 
currency and vice versa; the commissions were 0.25 per 
cent with regard to Northern and Southern Rhodesia, and 
0.50 per cent with regard to Nyasaland. The unification 
of the telegraphic transfer rates for the Federation as a 
whole occurred when the Bank of Rhodesia and Nyasa- 
land, as of April 1, 1956, took over the assets and lia- 
bilities of the Central Africa Currency Board. See this 
News Survey, Vol. VIII, p. 316.) 


Sources: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
March, April, and May 1956. 
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The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





